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Foreword 


This  report  on  the  changing  U.S.  coffee  market  was  originally 
conceptualized  by  Alan  H.  Riffkin  in  1970  in  an  unpublished  study 
covering  the  period  1954-1969.  In  1975,  Neil  A.  Lawrance  evaluated 
the  impact  of  freeze-dried  soluble  coffee  and  provided  further  insight 
into  the  continuing  evolution  of  consumer  tastes  affecting  the  U.S. 
coffee  market.  In  1976,  William  H.  Phillips  and  Abdullah  A.  Saleh 
extended  the  data  base  back  to  1946  and  strengthened  the  regression 
techniques  to  produce  this  completed  version. 

The  authors  express  their  sincere  appreciation  to  J.  Phillip  Rourk 
and  Leslie  C.  Hurt,  whose  long  involvement  with  the  coffee  industry, 
personal  interest,  and  professional  assistance  are  reflected  throughout 
this  manuscript. 

A  special  note  of  thanks  is  due  William  Starkey,  former  Director  of 
the  Sugar  and  Tropical  Products  Division,  FCA/FAS,  for  his  en- 
couragement and  interest  in  this  project. 

Robert  M.  McConnell 

Director,  Sugar  and  Tropical  Products 
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U.S.  Coffee  Consumption,  1946-76 


By  Neil  A.  Lawrance,  William  H.  Phillips,  Alan  H.  Riffkin,  and  Abdullah  A.  Saleh 
Foreign  Commodity  Analysis,  Sugar  and  Tropical  Products  Division 

Summary 


Total  coffee  consumption  in  the  United  States  has 
remained  virtually  unchanged  since  World  War  II, 
despite  an  expanding  population,  a  growing  economy, 
and  rising  real  income.  Per  capita  consumption  of 
regular  coffee  has  declined  by  about  40  percent  since 
1946— from  26.9  pounds  (green  bean  equivalent)  to 
16.2  pounds  in  1975. 

In  an  attempt  to  identify  the  causes  of  the  decline, 
two  possible  changes  beyond  traditional  consumer 
demand  factors  of  income  and  price  were  hypothe- 
sized: Changes  in  coffee  taste  and  quality,  and 
changes  in  American  life-styles.  An  analytical  model 
was  constructed  to  account  for  taste  and  quality 
factors,  in  addition  to  income  and  price. 

The  results  indicate  that  the  introduction  of 
Robusta  beans  (a  bitter  variety  produced  in  Africa)  in 
coffee  blends  has  been  one  significant  factor  in  the 
decline  in  consumption  of  regular  coffee,  presumably 
by  giving  consumers  a  taste  they  do  not  like.  There 
also  is  evidence  that  social  changes— rising  incomes 
and  new  life-styles  that  encourage  snacks  and  cold 
drinks— are  factors,  although  it  is  not  possible  to 
determine  the  extent  of  their  individual  influences 
with  present  data. 

The  analysis  shows  a  sharp  rise  in  regular  coffee 
prices  after  World  War  II  to  be  largely  responsible  for 
a  decline  in  per  capita  consumption  until  1954,  but 
that  ensuing  declines  are  not  attributable  to  price- 
nor  directly  to  the  price  of  soft  drinks,  a  hallmark  of 
the  new  life-style. 

The  model  uses  a  proxy  to  measure  the  taste  effect 
of  the  increased  use  of  Robusta  beans,  and  includes  a 
dummy  variable,  inserted  beginning  in  1969,  to 
capture  the  effect  of  the  new  freeze-dried  soluble  cof- 
fee. Unlike  spray-dried  coffee,  freeze-dried  is  a  close 
flavor  substitute  for  regular  coffee,  and  therefore  is 
likely  to  reduce  regular  coffee  consumption.  The 
model  tries  to  explain  only  per  capita  regular  con- 
sumption,  as   the   spray-dried  instant  market  is  as- 


sumed to  have  been— except  for  a  brief  introductory 
period— an  "add-on"  convenience  market.  Elasticities 
are  derived  by  linear  least  squares  regression  in  the 
logs. 

Results  show  an  inelastic  but  significantly  negative 
response  in  consumption  to  prices  of  regular  coffee. 
Soft-drink  prices  have  no  significant  effect.  The 
income  coefficient  indicates  that  coffee  consumption 
falls  as  income  rises,  but  the  elasticity,  although 
unbiased,  is  statistically  insignificant.  A  check  with 
the  historical  change  in  per  capita  income  using  this 
estimate  of  income  elasticity  indicates  that  income 
rises  may  account  for  one-third  of  the  decline  in 
consumption  of  regular  coffee  from  1962  to  1974, 
but  there  is  a  statistical  problem  here.  It  is  one  of 
multicolinearity,  with  a  resulting  large  standard  error. 

Experimentation  with  the  soft  drink  proxy  for  a 
new  life-style  shift  from  coffee  to  soft  drinks  leads  to 
the  conclusion  that  the  life-style/postwar-income-rise 
situation  is  detrimental  to  coffee  consumption,  but 
which  factor  is  more  important,  or  the  true  statistical 
significance  of  either,  is  impossible  to  determine. 

Finally,  the  measure  using  the  Robusta  factor  is 
significantly  negative.  The  historical  data  shows  that 
while  the  taste  influence  was  overshadowed  by  price 
fluctuations  from  1946  to  1962,  the  Robusta  factor 
played  a  major  role  after  this  date  in  the  consumption 
decline  of  regular  coffee,  ilong  with  the  income/life- 
style variable.  There  was  also  some  substitution 
toward  freeze-dried  coffee. 

Any  conclusion  from  these  results  that  coffee 
processors  should  reduce  Robusta  bean  content  in 
their  blends  as  a  marketing  measure  is  tempered  by 
the  fact  that  coffee  consumption  is  part  of  a  complex 
social  process  that  hinders  reverse  causality.  Never- 
theless, externally  induced  reduction  in  the  Robusta 
factor  in  1975  coincided  with  a  rise  in  per  capita 
consumption,  although  this  may  be  partially  caused 
by  other  factors,  such  as  the  popularity  of  new 
automatic  coffee  makers. 


Introduction 

After  World  War  II,  the  American  consumer 
embarked  upon  a  new  era  of  unrivaled  prosperity, 
and  many  goods-both  new  and  old— benefited  by  the 
economic  consequences  of  this  development.  How- 
ever, coffee— the  traditional  American  beverage— did 
not  follow  this  trend  and  its  total  consumption— even 
with  the  boost  from  convenient  soluble  coffee  and 
increasing  population— has  remained  virtually  un- 
changed in  the  last  30  years. 

To  coffee  sellers,  this  position  is  even  more 
alarming  when  considered  in  terms  of  the  individual 
coffee-drinking  patterns  implied.  Since  1946,  per 
capita  (over  15  years  of  age)  regular  coffee  consump- 
tion (table  1)  has  gone  down  approximately  40 
percent,  and  further  drops  are  not  as  likely  to  be 
offset  by  rapid  population  growth  or  gains  in  per 
capita  soluble  coffee  consumption. 

In  a  traditional  demand  model— in  which  an 
individual's  consumption  of  an  item  responds  only  to 
his  income,  the  item's  own  price,  and  the  prices  of 
substitutable  or  complementary  items— the  fall  in  per 
capita  consumption  of  coffee  seems  puzzling.  Real 
coffee  prices,  although  up  over  the  30-year  period 
through  1975,  did  not  rise  abnormally  out  of  line 
with  those  of  other  beverages,  and  real  disposable 
income  increased  over  50  percent  (Table  2). 

Based  on  these  shifts,  coffee  would  appear  to  be 
an  "inferior"  item-that  is,  one  whose  consumption 
falls  as  income  rises.  But  even  though  there  is 
admittedly  little  room  for  increased  consumption  of  a 
traditional  item  such  as  coffee  as  additional  income  is 
spent  on  more  luxurious  items,  this  beverage  is  not 
generally  looked  upon  as  a  "cheap"  drink  that 
becomes  unacceptable  to  richer  tastes. 

Traditional  demand  analysis  often  fails  to  inves- 
tigate adequately  factors  in  consumer  demand  other 
than  income  and  price— factors  such  as  taste,  flavor, 
and  quality,  which  are  characteristics  of  the  com- 
modity and  which  influence  the  level  of  worth  to  the 
consumer.  It  has  often  been  assumed  that  more 
traditional  goods  remain  essentially  unchanged  over 
time  and  face  the  same  demand,  once  income  and 
price  are  given. 

In  reality,  however,  coffee,  as  a  habitually  con- 
sumed commodity,  is  highly  sensitive  to  any  social  or 
technical  factors  that  affect  the  early  formative  years 
of  potential  coffee  consumers.  These  nontraditional 
demand  characteristics  involving  coffee,  both  in  the 
physical  and  psychological  sense,  can  play  an  impor- 
tant role  in  explaining  the  fall  in  U.S.  per  capita 
consumption  of  regular  coffee. 

Two  major  possible  characteristic  changes  for 
coffee  can  be  hypothesized  in  the  postwar  period. 
The  first  is  the  technical  introduction  of  more  lower 
quality  coffee  beans  into  coffee  blends.  These  beans, 


primarily  of  the  African  Robusta  variety  but  also 
including  lower-quality  Latin  American  Arabicas, 
may  have  been  added  in  quantities  sufficient  to 
impart  a  bitter  taste  to  a  cup  of  coffee,  discouraging 
younger  drinkers  inclined  to  milder  and  sweeter  tastes 
and  encouraging  older  drinkers  to  consider  coffee  as  a 
harsh,  unhealthy  beverage. 

Secondly,  there  is  the  major  social  change  in  life 
styles,  as  America  has  become  an  increasingly  pros- 
perous and  consumption-oriented  society.  With  rising 
real  disposable  incomes  and  the  postwar  baby  boom, 
Americans  also  become  more  oriented  to  youth  and 
recreation,  more  involved  in  travel  and  outdoor 
activities.  This  has  encouraged  quick  and  cool  food 
and  beverage  breaks  as  opposed  to  complete  break- 
fasts and  full  meals  that  include  coffee. 

This  social  phenomenon  can  then  be  very  closely 
identified  with  the  rapid  growth  in  per  capita 
soft-drink  consumption  since  World  War  II  (1975 
consumption  was  roughly  2.5  times  that  of  1946, 
according  to  National  Soft  Drink  Association  figures). 

Based  on  these  two  hypotheses,  a  model  was 
constructed  that  attempts  to  explain  changes  in 
consumption  of  regular  coffee. 

A  Model  of  U.S.  Per  Capita 
Regular  Coffee  Consumption 

The  following  functional  relationship  is  hypothe- 
sized: Y=f(Xj  ,X2  ,X3  ,X4  ,XS  ).  Y=U.S.  per  capita  reg- 
ular coffee  consumption  for  the  15-years-and-older 
population  (in  pounds  per  year);  X^U.S.  real  (de- 
flated by  food  price  index)  retail  regular  coffee  price 
(in  cents  per  pound);  X2=U.S.  real  (deflated  by 
consumer  price  index)  per  capita  disposable  personal 
income  (in  dollars  per  year);  X3=U.S.  real  (deflated 
by  food  price  index)  retail  soft  drink  price  (in  cents 
per  72  ounces);  X4=Percentage  of  total  U.S.  annual 
coffee  imports  of  the  Robusta  variety;  X5=Dummy 
variable  equal  to  0  before  1969  and  1  thereafter. 

The  model  is  of  a  traditional  form,  except  for  the 
last  two  variables.  An  individual's  consumption  of 
regular  coffee  is  postulated  to  be  negatively  related  to 
its  price  and  of  an  unknown  relationship  with  income 
until  the  inferiority  question  is  settled.  The  price  of 
soft  drinks,  viewed  as  a  competitive  item,  could  be 
positively  related  to  regular  coffee  consumption, 
although  a  strong  case  may  exist  that  consumers  do 
not  react  strongly  to  price  differences  between  hot 
and  cold  drinks  but  decide,  as  part  of  a  life-style 
social  process,  to  have  a  cool  or  warm  drink  rather 
than  react  to  relative  prices  within  the  chosen 
category. 

The  variable  X4  is  an  attempt  to  capture  the 
previously    mentioned   harsh   taste   characteristic   of 


lower  quality  beans.  As  this  idea  has  centered  around 
Robusta  beans,  a  proxy  for  the  taste  effect  might  be 
the  percentage  of  Robusta  coffee  imports  relative  to 
total  bean  imports.  While  this  ignores  stock  changes, 
the  unavailability  of  roasting  data  broken  down  by 
type  of  bean  prevents  more  accurate  measures,  and 
the  assumption  that  stock  changes  are  likely  to  affect 
all  bean  types  more  or  less  equally  is  not  too  difficult 
to  accept. 

Unfortunately,  the  story  is  not  so  simple.  Imports 
of  cheaper  beans  reportedly  began  about  1950  for  use 
in  instant  coffee,  where  most  of  the  taste  differences 
would  be  lost  anyway.  Robusta  imports  grew  rapidly, 
and  by  the  early  1960's  were  in  excess  of  the 
amounts  that  could  be  used  for  instant  coffee 
production  (Table  3).  Therefore,  one  suggested  pos- 
sibility for  a  measure  of  the  taste  characteristic  for 
coffee  was  the  relative  excess  of  the  imports  that 
would  be  used  in  regular  coffee,  where  the  taste 
difference  could  show  up. 

Measures  of  this  type  were  tried,  but  did  not 
produce  significant  results.  Two  explanations  of  this 
could  be  that  Robusta  beans  were  used  much  earlier 
in  the  regular  coffee  blends  than  was  necessitated  by 
an  "excess"  of  imports,  or  that  despite  instant  coffee's 
bland  taste,  the  difference  in  beans  had  its  effect. 

Soluble  coffee  consumption  and  prices  are  left  out 
of  the  model  on  the  hypothesis  that  spray-dried 
instant  coffee  has  been,  except  for  a  brief  intro- 
ductory period  to  be  pointed  out  later,  a  convenience 
"add-on"  to  the  market  rather  than  a  competitive 
substitute.  It  is  very  hard  for  a  consumer  to  make  a 
price  comparison  between  regular  and  spray-dried 
instant  coffee  in  the  forms  sold  at  retail,  and  the 
bland  taste  from  the  loss  of  volatile  flavor  particles  in 
spray-dried  processing  precludes  this  convenience 
product  from  unduly  impinging  on  the  regular  mar- 
ket. 

In  effect,  the  development  of  spray-dried  instant 
coffee  was  mainly  an  attempt  to  meet  the  new 
life-style  demand  for  quick  beverages.  However,  the 
new  freeze-dried  soluble  coffee  introduced  in  1969, 
while  still  an  unlikely  price  competitor,  is  a  close 
flavor    substitute    for    regular    coffee    consumption, 


since  this  process  retains  more  of  the  flavor  particles 
lost  in  the  spray-dried  method.  Owing  to  unsatis- 
factory data  on  freeze-dried  consumption,  a  dummy 
variable  is  started  in  1969  to  capture  any  shift  away 
from  the  regular  market,  as  some  people  presumably 
switched  from  regular  to  a  product  that  tasted  almost 
as  good  and  was  much  more  convenient. 

Finally,  it  should  be  noted  that  the  model  contains 
no  explicit  variable  to  reflect  the  life-style  consump- 
tion shift  to  soft  drinks.  The  problem  is  that  this 
loose  set  of  factors,  proxied  by  per  capita  soft  drink 
consumption,  is  intimately  connected  with  rising  real 
per  capita  disposable  income  since  World  War  II,  as 
reflected  in  a  partial  correlation  coefficient  of  0.96. 
Therefore,  in  this  model,  the  income  coefficient  can 
be  regarded  as  really  being  the  effect  on  regular 
coffee  consumption  of  the  new  American  life-style. 
In  this  sense,  the  question  of  whether  or  not  coffee  is 
an  inferior  good  may  be  unanswerable. 

Is  the  particular  life-style  change  that  has  been 
occurring  in  the  United  States  the  inevitable  result  of 
real  per  capita  income  increases  (making  coffee  an 
inferior  item),  or  is  it  a  phenomenon  of  the  U.S. 
postwar  period  that  has  joined  the  two  factors 
together  (thereby  not  precluding  coffee  as  a  "nor- 
mal" item)?  Unfortunately,  comparative  cases  of 
other  nations  are  scarce,  and  any  answer  must  be 
based  largely  on  speculation. 


Results  and  Historical  Analysis 

The  model  was  estimated  by  ordinary  least  squares 
regression  with  1946-1975  data  from  standard 
sources  (see  Data  Appendix),  and  was  run  linearly  in 
the  logs  in  order  to  estimate  elasticities  directly  (the 
estimated  parameters  associated  with  the  variables 
being  the  elasticity  coefficients). 

These  estimated  coefficients  indicate  that  indi- 
vidual regular  coffee  consumption  reacts  inelasticly, 
but  significantly,  to  coffee's  own  price  changes  (2 
percent  drop  for  10  percent  price  rise)  and  competi- 
tively with  soft  drink  prices.  Yet  the  coefficient  on 


ELASTICITIES  IN  THE  U.S.  COFFEE  CONSUMPTION  MODEL 


Real  regular 
coffee  price  (Xi) 

Real  per  capita 
disposable  income  (X2) 

Real  soft 
drink  price  (X3) 

Robusta 
factor  (X4) 

Freeze-dried 
dummy  (X5) 

-0.21 
(0.08) 
1  (2.57) 

-0.20 
(0.18) 
(1.13) 

0.10 
(0.10) 
(1.01) 

-0.09 

(0.02) 

1  (3.69) 

-0.11 
(0.04) 
1  (3.01) 

Statistical  significance  from  zero  at  the  5  percent  level.  Standard  errors  and  t  statistics  in  parentheses. 
R2=0.95. 


the  latter  variable  is  not  statistically  significant. 
Coffee  has  been  such  a  habitual  drink  and  small 
expenditure  drain  on  the  American  consumer's 
budget  that  he  or  she  has  not  substantially  reduced 
consumption  when  coffee  prices  rose. 

The  insignificant  soft  drink  price  coefficient  indi- 
cates that  people  tend  to  pick  a  hot  or  warm  beverage 
before  comparing  prices  within  the  chosen  category. 
In  other  words,  cool  beverages  such  as  soft  drinks  are 
a  life-style  substitute,  rather  than  a  price  competitor. 
Based  on  these  results,  consumption  of  regular  coffee 
can  be  viewed  as  being  not  directly  influenced  by  the 
consumption  of  soft  drinks. 

The  income  coefficient  has  a  negative  sign  pointing 
toward  inferiority,  but  it  is  statistically  insignificant. 
However,  this  unbiased  elasticity  estimate,  combined 
with  the  actual  movements  of  income,  may  ac- 
count—as will  be  shown  later— for  almost  one-third  of 
the  fall  in  per  capita  consumption  in  the  1962-1974 
period.  Unfortunately,  the  standard  error  is  disap- 
pointingly large,  a  problem  that  could  be  a  result  of 
the  close,  but  not  exact,  relationship  between  the 
new  life-style  that  prefers  quick  and  cold  beverages 
and  the  postwar  rise  in  income. 

Further  experimentation  that  tried  to  include  a 
measure  of  the  taste  shift  in  favor  of  soft  drinks 
revealed  an  income  coefficient  that  was  virtually  zero 
and  a  soft  drink  coefficient  that  was  insignificantly 


negative  in  the  same  manner  as  this  study's  income 
coefficient  (accounting  for  a  large  proportion  of  the 
consumption  fall,  but  with  a  large  standard  error). 
This  is  indicative  of  the  multicollinearity  dilemma 
posed  by  the  similar  movements  in  per  capita  income 
and  per  capita  soft  drink  consumption. 

In  effect,  regression  analysis  is  unable  to  disen- 
tangle the  separate  effects  of  the  related  movements, 
and  while  calculating  the  combined  effect,  over- 
estimates one  coefficient  and  underestimates  the 
other,  with  large  standard  errors  reflecting  the  uncer- 
tainty and  blurring  the  significance  of  both  variables. 

In  conclusion,  there  is  evidence  that  the  com- 
bined income/soft  drink/life-style  relationship  lowers 
coffee  consumption,  but  attributing  a  statistically 
significant  influence  to  either  or  both  factors— and 
possibly  solving  the  inferiority  question— is  not  pos- 
sible with  present  data. 

The  other  hypothesized  characteristic-shifter,  the 
Robusta  factor,  is  significantly  negative,  which  points 
out  the  realism  added  by  allowing  for  taste  as  well  as 
price  and  income  changes.  This  variable  indicates  that 
the  use  of  Robusta  beans  in  coffee  blends  has  had  a 
negative  effect  on  coffee  consumption  by  giving 
consumers  a  taste  they  do  not  like.  Finally,  it  is  seen 
that  the  freeze-dried  dummy  variable  is  also  signifi- 
cantly negative.  Introduction  of  the  flavorful  con- 
venience product  did  take  away  from  regular  con- 
sumption. 


PER  CAPITA  CONSUMPTION  MOVEMENTS  EXPLAINED  BY  CHANGES 
IN  REGRESSION  VARIABLES 

(In  pounds)1 


1946-1954 

Quick  substantial 

fall 

1954-1962 

Mild  gradual 

rise 

1962-1974 

Slow  extended 

faD 

X4  -  Robusta  factor 

-6.8 
-0.1 
+  1.4 
-1.6 

-1.4 

+1.6 
-0.6 
-0.3 
-1.1 

+  1.1 

+0.1 
-1.5 
+0.2 
-1  9 

Unexplained 

-0.7 
-0.9 

Y    -  Coffee  consumption 

-8.5 

+0.7 

-4.1 

The  figures  in  this  table  were  derived  by  calculating  the  percentage  change  of  each  of  the  explanatory 
variables  over  the  given  period  and  multiplying  these  changes  by  the  estimated  elasticities  to  derive  predicted 
percentage  changes  in  consumption.  These  percentage  changes  were  then  converted  to  an  actual  pounds  per 
capita  consumption  change.  As  the  estimated  elasticity  coefficients  are  subject  to  error,  so  are  these  estimates 
of  the  actual  consumption  effect  resulting  from  each  variable.  For  example,  if  the  income  elasticity  is  in 
reality  one  standard  error  different  from  the  unbiased  estimate,  e.g.,  0.02  instead  of  0.20,  then  the  part  of 
the  consumption  fall  of  4.7  pounds  in  the  1962-74  period  explained  by  rising  income  (or  life-style  change) 
would  be  0.2  pounds  instead  of  1.5.  However,  given  the  statistical  assumptions  of  the  model,  the  estimated 
elasticity  of  0.20  is  unbiased  and  maximum  likelihood.  In  other  words,  of  all  elasticities,  this  one  has  the 
highest  probability  of  being  the  correct  one,  and  if  it  is  wrong,  it  is  just  as  likely  to  be  an  underestimate  as  an 
overestimate.  There  is  just  as  much  a  probability  that  the  income  elasticity  could  be  0.38  and  lead  to  a  2.7 
pound  fall  in  consumption  of  the  4.7  total  as  there  is  for  the  0.02  elasticity  and  0.2  pound  slide. 


The  principal  endproduct  of  this  regression  is  the 
significant  Robusta-induced  fall  in  regular  coffee 
consumption.  But  statistical  significance,  while  con- 
firming the  hypothesis  that  lower  quality  beans  hurt 
the  regular  market,  does  not  tell  how  much  it  hurt. 
The  preceding  chart,  by  using  the  statistically  un- 
biased regression  coefficients  and  the  historical 
change  in  the  explanatory  variables,  sheds  additional 
light  on  the  reasons  behind  the  movements  in  U.S. 
per  capita  regular  coffee  consumption  in  each  of 
three  readily  identifiable  periods  (Table  4). 

The  initial  drop  in  per  capita  regular  coffee 
consumption  after  World  War  II  is  largely  attributed 
to  sharply  rising  real  regular  coffee  prices,  which 
peaked  in  1954  after  Brazilian  production  shortfalls. 
This  last  year  of  the  period  is  particularly  notable,  as 
it  contains  a  large  unexplained  drop  in  consumption 
in  addition  to  the  big  predicted  drop  relative  to  the 
higher  prices. 

A  likely  contributor  to  this  shift  is  to  be  found  in 
the  soluble  market,  where  a  big  jump  in  per  capita 
consumption  indicates  that  the  new  product  was 
catching  on.  At  this  early  stage  in  the  developing 
soluble  market,  it  would  seem  that  some  coffee 
consumption  was  being  pulled  away  from  the  regular 
market  as  those  coffee  drinkers  who  valued  con- 
venience over  taste  switched  to  the  new  product. 

After  this  date,  however,  it  is  hypothesized  that 
any  additional  gains  or  losses  in  the  spray-dried 
soluble  market  occurred  in  a  convenience  fringe, 
where  instant  coffee  was  consumed  in  places  it  could 
or  would  not  have  been  before  because  of  lack  of 
time  or  space. 

The  next  few  years-until  1962— witnessed  a 
largely  stagnant  situation,  as  regular  consumption 
held  steady  and  the  soluble  market  edged  toward  its 
saturation  point.  In  the  regular  market,  stability  was 
provided  by  the  counteracting  forces  of  falling  real 
prices  and  the  Robusta  factor.  By  1962  prices  had 
leveled  off  in  real  terms  to  roughly  the  range  they 
would  maintain  over  the  next  period,  thus  allowing 
the  growing  Robusta  and  income/soft  drink/life-style 
factors  to  depress  regular  consumption  to  new  lows. 
In  addition— as  mentioned  above— some  regular  con- 
sumption was  replaced  beginning  in  1969  by  freeze- 
dried  coffee,  which  nevertheless  at  best  was  only  able 
to  maintain  the  total  soluble  market. 


The  Future  for  U.S.  Coffee 
Consumption 

By  using  the  results  of  the  regression,  some  of  the 
problems  faced  by  the  coffee  industry  can  be 
examined.  As  seen  above,  regular  coffee  price  varia- 
tions have  had  their  effect  on  consumption  in  the 


past.  This  takes  on  particular  importance  in  view  of 
the  general  food  price  increases  since  1972.  However, 
as  these  price  rises  were  spread  throughout  the  food 
sector,  the  effect  on  the  coffee  consumer  may  be 
largely  blunted.  And,  although  coffee  price  rises  are 
of  concern  to  American  consumers,  they  need  not  be 
too  alarming  to  processors  in  view  of  the  inelasticity 
of  coffee  demand,  which  allows  them  to  pass  on  most 
of  these  increases. 

It  is  unlikely  that  the  5.1  pounds  of  regular  per 
capita  coffee  consumption  lost  from  1946  to  1974 
that  was  attributed  in  the  regression  to  real  price 
increases  was  the  loss  that  really  worried  the  industry, 
though  it  was  certainly  missed.  It  was  the  additional 
6.8  pounds  of  per  capita  consumption  apparently  lost 
as  a  result  of  the  combined  effects  of  the  Robusta- 
income/life-style  factors.  These  have  been  an  entirely 
uncompensated  loss  to  processors  and  coffee  growers. 
Robusta-related  losses  since  1954  may  total  3 
pounds,  or  75  percent  of  the  net  loss  for  the  period 
of  4  pounds  from  all  causes.  It  should  be  pointed  out, 
however,  that  a  reduction  in  Robusta  roastings  by  the 
industry  will  not  necessarily  bring  back  the  3  pounds. 
The  problem  the  industry  faces  is  that  even  if  the 
trend  of  Robusta  imports  were  reversed,  the  Robusta 
and  life-style  induced  declines  in  consumption  do 
more  than  reflect  reductions  in  consumption  by  all 
coffee  drinkers;  they  also  are  indicative  of  a  largely 
social  process  in  which  young  people  do  not  form  the 
coffee  habit  as  they  grow  up. 

This  trend  can  be  seen  in  Table  5,  which  gives  the 
results  of  coffee  consumption  surveys  (regular  plus 
soluble)  in  the  3  benchmark  years  of  the  postwar  era. 

From  1954  to  1962,  when  overall  per  capita 
consumption  went  up  slightly,  the  older  age  groups 
increased  consumption  under  the  influence  of  falling 
real  prices  and  the  convenience  of  soluble  coffee. 
However,  consumption  in  the  formative  age  groups 
dropped.  Moreover,  consumption  increases  in  the 
older  age  groups  become  progressively  smaller  from 
the  older  categories  on  down,  reflecting  the  infiltra- 
tion of  of  1954's  formative  consumers  into  the 
not-as-established  coffee  drinkers  of  1962. 

From  1962  to  1974,  consumption  fell  in  all  age 
categories  as  real  prices  stabilized.  This  consumption 
decline  may  be  attributed  to  the  Robusta  factor, 
combined  with  the  impact  of  the  income/new  life- 
style factor. 

Over  the  20-year  period,  only  the  older  groups 
increased  consumption,  as  formerly  middle-aged,  es- 
tablished coffee  consumers  moved  into  these  groups. 
At  the  same  time,  consumption  by  the  younger 
groups  dropped  as  new  coffee  consumers  failed  to 
materialize  in  their  former  numbers. 

The  essential  dilemma  for  coffee  processors  is  that 
these  young  consumers  may  never  be  recovered,  and 
will  continue  to  lower  per  capita  consumption  for  a 


Data  Appendix 


whole  generation  as  they  continue  to  replace  estab- 
lished coffee  drinkers  in  the  older  age  groups. 

There  is  little  the  coffee  industry  can  do  about  the 
income-life  style  influence.  However,  the  Robusta  fac- 
tor possibly  could  be  used  to  prevent  further  losses  and 
to  form  new  consumers  for  the  future.  Figures  for 
1975  show  a  sharp  upturn  in  per  capita  consumption 
coincident  with  a  sharp  reduction  in  the  Robusta 
factor,  caused  by  poor  weather  and  political  diffi- 
culties in  some  supplying  nations.  Although  a  good 
proportion  of  this  rise  is  statistically  unexplained 
(perhaps  because  of  the  introduction  of  the  new 
automatic  coffee  makers),  roughly  half  is  attributed 
by  the  regression  to  this  externally  imposed  curtail- 
ment of  Robusta  imports. 


All  coffee  data  were  assembled  from  the  Pan 
American  Coffee  Bureau's  1974  Annual  Coffee  Statis- 
tics and  from  U.S.  Department  of  Agriculture  statis- 
tics. Price  index,  income,  population,  and  soft  drink 
price  data  were  obtained  up  to  recent  years  from  the 
Bureau  of  the  Census  1975  Historical  Statistics  and 
the  1975  Statistical  Abstract.  Recent  data  were 
obtained  from  the  Bureau  of  Economic  Analysis 
monthly  Survey  of  Current  Business  an  its  biennial 
supplement,  the  1975  Business  Statistics.  These  last 
four  publications  are  issued  by  the  U.S.  Department 
of  Commerce.  Soft  i  drink  consumption  data  were 
obtained  from  the  National  Soft  Drink  Association, 
Washington,  D.C. 
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U.S.  COFFEE  CONSUMPTION  IN  GREEN  BEAN  EQUIVALENT 

(In  pounds) 


Year 


Regular  coffee 


Total 
(millions) 


Per  capita 
(15  yrs.  &  older) 


Soluble  coffee 


Total 
(millions) 


Per  capita 
(15  yrs.  &  older) 


All  coffee 


Total 
(millions) 


Per  capita 
(15  yrs.  &  older) 


1946 
1947 
1948 
1949 
1950 

1951 
1952 
1953 
1954 
1955 

1956 
1957 
1958 
1959 
1960 

1961 
1962 
1963 
1964 
1965 

1966, 

1967 

1968 

1969 

1970 

1971 
1972 
1973 
1974 
1975 


Pounds 
2,782 
2,481 
2,672 
2,760 
2,428 

2,410 
2,478 
2,474 
2,076 
2,184 

2,209 
2,215 
2,204 
2,296 
2,297 

2,354 

2,405 
2,423 
2,420 
2,375 


Percent 

26.9 
23.4 
24.9 

25.5 
22.1 

22.1 
22.5 
22.2 
18.4 
19.1 

19.1 
18.9 
18.5 
19.0 
18.8 

19.0 
19.1 
18.9 
18.6 
18.0 


2,340 

17.4 

2,402 

17.6 

2,424 

17.5 

2,349 

16.7 

2,279 

15.8 

2,206 

15.3 

2,395 

16.0 

2,352 

15.2 

2.265 

14.4 

2,585 

16.2 

Pounds 

0 
0 
0 
0 
0 

106 
123 
172 
271 
310 

415 
440 
465 
491 
516 

507 
514 
503 
473 
460 

464 
488 
493 
478 
504 

511 
475 
-179 
482 
513 


Percent 

0.0 
0.0 
0.0 
0.0 
0.0 

1.0 

1.1 

1.5 
2.4 

2.7 

3.6 
3.8 
3.9 
4.1 

4.2 

4.1 
4.1 
3.9 
3.6 
3.5 

3.5 
3.6 
3.6 

3.4 
3.5 

3.5 
3.2 
3.1 
3.1 
3.2 


Pounds 
2,782 
2,481 
2,672 
2,760 
2,428 

2,516 
2,601 
2,646 
2,347 
2,494 

2,624 
2,655 
2,669 
2,787 
2,813 

2,861 
2,919 
2,926 
2,893 
2,835 

2,804 
2,890 
2,917 
2,827 
2,783 

2,717 
2,870 
2,831 
2,747 
3,098 


Percent 

26.9 

23.4 
24.9 

25.5 
22.1 

23.0 
23.6 
23.8 
20.8 
21.8 

22.7 
22.7 
22.4 
23.1 
23.0 

23.1 
23.2 
22.9 
22.2 
21.4 

20.9 
21.2 
21.1 
20.1 
19.4 

18.8 
19.2 
18.3 
17.5 
19.4 


U.S.  PRICES  AND  INCOME' 


Year 


Retail  regular 
coffee  price 


Real  regular 

coffee  price 

(deflated  by  FPI) 


Retail  soft 
drink  price 


Real  soft 

drink  price 

(deflated  by  FPI) 


Per  capita 

disposable 

inco  ne 


Real  per  capita 

disposable 

income 

(deflated  by  CPI) 


1946 
1947 
1948 
1949 
1950 

1951 
1952 
1953 
1954 
1955 

1956 
1957 
1958 
1959 
1960 

1961 
1962 
1963 
1964 
1965 

1966 
1967 
1968 
1969 
1970 

1971 
1972 
1973 
1974 
1975 


(cents  per  lb.) 
34.4 
46.9 
51.4 
55.4 
79.4 

86.8 
86.8 
89.2 
110.8 
93.0 

103.4 
101.7 

90.5 

77.9 

75.3 

73.6 
70.8 
69.4 
81.6 
83.3 

82.3 

77.5 
76.4 
76.5 
91.1 

93.4 

92.7 
104.0 
122.9 
133.4 


59.2 
66.4 
67.1 
75.4 
106.6 

104.8 
98.9 
103.5 
129.1 
110.6 

122.5 

116.6 

99.5 

87.7 

84.0 

81.4 
77.8 
75.3 
87.6 
87.2 

82.1 

77.5 
74.0 
70.7 
80.1 

80.2 
76.2 
73.6 
76.0 
76.1 


(cents  per  72  oz.J 

28.5 
31.5 
34.5 
37.3 
52.7 

58.1 
58.5 
60.1 
63.6 
65.0 

65.4 
60.9 
.  55.4 
58.4 
59.6 

61.4 
55.8 

52.7 
54.2 
54.8 

56.6 
60.8 
65.1 
68.9 

72.6 

75.8 

83.3 

86.1 
108.9 
139.0 


49.1 
44.6 
45.0 
50.7 

70.7 

70.2 
66.6 
69.7 

74.1 
77.3 

77.5 
69.8 
60.9 
65.8 
66.5 

67.9 
61.3 
57.2 
58.2 

57.4 

56.4 
60.8 
63.1 
63.7 
63.9 

65.1 
68.5 
60.9 
67.3 

79.2 


(dollars) 
1,132 
1,178 
1,290 
1,264 
1,364 

1,469 
1,518 
1,583 
1,585 
1,666 

1,743 
1,801 
1,831 
1,905 
1,937 

1,984 
2,065 
2,138 
2.283 
2,436 

2,604 
2,749 
2.945 
3,130 
3,376 

3,605 
3,843 
4,295 
4,642 
5,040 


1.935 
1,761 
1.789 
1,770 
1,892 

1,888 
1,909 
1,976 
1,969 
2,077 

2.141 
2.136 
2.114 
2,182 
2,184 

2,214 

2,279 
2,332 
2,457 
2,578 

2,679 

2,749 
2,826 
2,851 
2,903 

2,972 
3,067 
3,227 
3.143 
3,127 


1  Index  Base:    1967  =  100. 


U.S.  GREEN  COFFEE  IMPORTS 

(In  thousands  of  60  kg  bags) 


Year 


Robusta  coffee 


Total  imports 


Percentage  Robusta 


1946 
1947 
1948 
1949 
1950 

1951 
1952 
1953 
1954 
1955 

1956 
1957 
1958 
1959 
1960 

1961  . 

1962 

1963 

1964 

1965 

1966 
1967 
1968 
1969 
1970 

1971 
1972 
1973 
1974 
1975 


0 

0 

318 

368 

703 

705 

767 

856 

1,041 

1,367 

1,837 
2,188 
1,986 
2,043 
2,606 

3,350 
4,051 
4,045 
4,727 
5,139 

5,994 

5,433 
6,970 
5,223 
5.681 

5,967 
5,124 
5,742 
6,144 
4,826 


20,699 
18,907 
20,971 
22,105 
18,440 

20,357 
20,273 
21,065 
17,092 
19,642 

21,254 
20,860 
20,169 
23,270 
22,091 

22,404 
24,549 
23,893 
22,892 
21,347 

22,063 
21,312 
25,379 
20,233 
19,732 

21,655 
20,769 
21,789 
19,243 
20,289 


0.0 
0.0 
1.5 
1.7 
3.8 

3.5 
3.8 
4.1 
6.1 
7.0 

8.6 

10.5 

9.8 

8.8 

11.8 

15.0 
16.5 
16.9 
20.6 
24.1 

27.2 
25.5 
27.5 
25.8 
28.8 

27.6 
24.7 
26.4 
31.9 
23.8 


COMPARISON  OF  ACTUAL  AND  ESTIMATED  U.S.  PER  CAPITA' 
REGULAR  COFFEE  CONSUMPTION,  1946-1975 
(In  pounds  per  person) 


Year 

Actual 

Fitted 

Residual 

1946 

26.9 
23.4 
24.9 

25.5 

22.1 
22.1 
22.5 
22.2 
18.4 
19.1 
19.1 
18.9 
18.5 
19.0 

18.8 
19.0 
19.1 
18.9 
18.6 
18.0 
17.4 
17.6 
17.5 
16.7 

15.8 
15.3 
16.0 
15.2 
14.4 
16.2 

26.2 
25.8 
24.7 
24.3 

21.4 
21.6 
21.5 
21.2 
19.6 
19.9 
19.0 
18.6 
19.2 
20.0 

19.6 
19.3 
19.0 
18.9 

17.8 
17.4 
17.3 
17.6 
17.6 
16.1 

15.4 
15.5 
15.8 
15.4 
15.3 
16.0 

0  7 

1947 

2  4 

1948 

2 

1949 

1  2 

1950 

7 

1951 

5 

1952 

1953 

1.0 
1  0 

1954 

I  1 

1955 

-  8 

1956 

1 

1957 

3 

1958  .  . 

-  7 

1959 

-1  0 

1960 

-  8 

1961 

-  3 

1962 

1963 

.1 

1964 

8 

1965 

6 

1966 

1 

1967 

1968 

-  1 

1969 

6 

1970 

4 

1971  . 

_  2 

1972 

2 

1973 

-  2 

1974 

-9 

1975 

2 

'Over  15  years  of  age. 


ACTUAL  AND  ESTIMATED  U.S.  PER  CAPITA 
REGULAR  COFFEE  CONSUMPTION 


LB/CAP' 


10 


ESTIMATED 
ACTUAL 


I      I      I      I      I      I      I       I      I 


I      I       I      I 


I      I       I       i      I       I       I      I       I 


1946 


1956 


1966 


1976 


10 


COFFEE'  CONSUMPTION  IN  EACH  AGE  GROUP 


Age  group 


1954 


1962 


1974 


1954-62 


1962-74 


1954-74 


10-14  . 
15-19  . 
20-24  . 
25-29  . 
30-39  . 
40-49  . 
50-59  . 
60-69  . 
70+ 


(Cttps  per  person  per  day) 

0.21  0.18  0.11 

1.12  1.09  .46 

2.52  2.99  1.35 

3.02  3.88  2.70 

3.40  4.50  3.02 

3.29  4.44  3.68 

2.95  3.83  3.49 

2.46  3.01  2.72 

(3)  2.39  2.22 


-14.3 

-2.7 
+  18.7 
+28.5 
+  32.3 
+34.5 
+29.8 
+22.4 


(Percent  change) 

-38.9 
-57.8 
-54.8 
-30.4 
-32.9 
-17.1 

-8.9 

-9.6 

-7.1 


-47.6 
-58.9 
-46.4 
-10.6 
-11.2 
+  11.9 
+  18.3 
+  10.6 


1  All  coffee-regular  and  soluble. 

2  Includes  all  persons  60  years  of  age  and  older. 

3  Not  available. 
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